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MINUTES OF THE BOARD OF SUPERVISORS
COUNTY OF LOS ANGELES, STATE OF CALIFORNIA

Violet Varona-Lukens, Executive Officer
Clerk of the Board of Supervisors

383 Kenneth Hahn Hall of Administration
Los Angeles, California 90012

Chief Administrative Officer
Auditor-Controller
Director of Health Services

At its meeting held January 11, 2005, the Board took the following action:

S-1,2and 7
The following items were called up for consideration:

S-1
Presentation by Navigant Consulting, Inc., of its 60-day assessment of
Martin Luther King Jr./Drew Medical Center.

2

Supervisor Knabe’s recommendation to instruct the Chief Administrative Officer
to assemble a team to prepare and submit for Board consideration, within

90 days, a draft Health Authority Blue Print which would address various issues
and serve as a workable plan for the possible implementation of a health
authority to run the County’s entire hospital system, along with a proposed
milestone-level action plan, timetable and budget; also review and cite all
available previous studies and reference materials and consult with key
contributors to past studies and other knowledgeable authorities.

7

Supervisor Antonovich’s recommendation to hold quarterly governing body
meetings for each County hospital on a rotating basis, consisting of a formal
governing body report provided by the Director of Health Services and the
leadership of the respective hospitals, with presentations to address, but not be
limited to, reports on the following: Medical Staff/Professional Staff Association,
Medical Staff Credentialing and Privileging, Nursing, Administration, Quality
Assurance/Risk Management, Staff Recruitment and Retention, and Financial
Indicators.

(Continued on Page 2)

-1-



S-1,2 and 7 (Continued)

Kae Robertson, Managing Director of Navigant Consulting gave a verbal
presentation of the attached “60-Day Assessment of the Operations of King/Drew
Medical Center.” Dr. Thomas L. Garthwaite, Director of Health Services, Fred Leaf,
Chief Operating Officer, Department of Health Services, responded to questions posed
by the Board. Dr. Brian Johnston, representing the Los Angeles County Medical
Association, Yvonne Michelle Autry, Dr. Genevieve Clavreul, and other interested
persons also addressed the Board.

After discussion, on motion of Supervisor Knabe, seconded by Supervisor Burke,
unanimously carried, the Director of Health Services’ recommendations, as outlined in
his attached report entitled “Navigant Consulting’s 60-Day Assessment of the
Operations of King/Drew Medical Center,” were approved.

Supervisor Antonovich made a motion that the Director of Health Services and
Auditor-Controller be directed to review audits of Martin Luther King Jr./Drew Medical
Center performed by the Auditor-Controller and the Department of Health Services’
Inspection and Audit Division over the last 10 years, and report back to the Board in
15 days outlining all outstanding recommendations which have not been fully
implemented.

Supervisor Yaroslavsky made a suggestion that Supervisor Antonovich’s motion
be amended to remove the Director of Health Services from the directive and instead
direct only the Auditor-Controller to review audits of Martin Luther King Jr./Drew Medical
Center performed by the Auditor-Controller and the Department of Health Services’
Inspection and Audit Division over the last 10 years, and report back to the Board in
15 days outlining all outstanding recommendations which have not been fully
implemented. Supervisor Antonovich accepted Supervisor Yaroslavsky’s amendment.

Supervisor Antonovich’s motion, as amended, seconded by Supervisor Yaroslavsky,
was unanimously carried.

Supervisor Knabe made the following statement:

“With the serious situation which has developed at Martin Luther King, Jr./
Drew Medical Center, it is time the Board consider the possibility of
establishing a health authority to run our entire hospital system. We need to
determine what works best for the County of Los Angeles and our 10 million
residents.

(Continued on Page 3)
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S-1,2 and 7 (Continued)

“Before such consideration can take place, a series of questions must
be answered and we need a working document to review and consider. It
is time to do what is necessary to provide a firm and lasting answer. We
need a workable plan — a Health Authority Blue Print. The blue ribbon
studies we have received thus far are conceptual, and not specific enough
to act upon. We have also received case study materials on hospital
authorities now in existence elsewhere including: how they work, what has
worked well in those jurisdictions, and what has not. We have also been
briefed by knowledgeable experts on the subject.

“‘Now is the time to pull all this information together into a plan that
makes sense for Los Angeles County and get the answers to some very
important questions.

“This Health Authority Blue Print needs to answer at least the following
questions:

What existing County operations will be shifted to the Authority?

How will this be phased?

What will the new Authority be called?

How many people will be on the Board?

What will their qualifications be?

How will they be selected?

How long will they serve?

How many hours a year will they work and how much will they

be paid?

How and under what circumstances will they be removed?

e What effect will the transfer of an operation from the County to
the Authority have on the civil service status of existing
employees?

e What will be the status of new employees?

e What effect will the transfer have on existing bargaining
agreements, and how will this be addressed?

e How will the Authority be held accountable for quality of care
and financial performance?

e What will be the relationship between the Authority and the

County?

(Continued on Page 4)
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S-1, 2 and 7 (Continued)

e What will be the County’s funding obligation?

e What will be the Authority’s and County’s Section 17000
obligation?

e Who will own the transferred facilities?

e How will capital development be funded?

e How will the levels of Medi-Cal reimbursement be protected and
maintained through and after the transfer?

e What County controls will the Authority be subject to in the
areas of personnel management, employee relations,
purchasing, contracting, capital financing and legal
representation?

e Will the Authority be able to use the County’s resources in these
areas?

e What are the estimated one-time transition costs?

e What are the potential long-term savings?

“The creation of a health authority appears to require State legislative
action but not a vote of the people. However, given the fundamental
change this would make in County government, we may wish to give
County voters a direct say through a nonbinding ballot resolution on
whether the Blue Print we approve should be implemented.

“The Health Authority Blue Print also needs to provide a proposed
milestone-level action plan, time table and budget for going forward. The
action plan and time table should specify that there will be public Board
hearings on the draft, a Board decision on the final Blue Print, and
optionally, a nonbinding local ballot measure on whether the public favors
that we to go forward with it.”

Therefore, Supervisor Knabe made a motion that the Chief Administrative Officer be
instructed to:

1. Assemble a team to prepare and submit for Board consideration within
90 days, a draft Health Authority Blue Print which would address
various issues and serve as a workable plan for the possible
implementation of a health authority to run the County’s entire hospital
system, along with a proposed milestone-level action plan, timetable
and budget; and

(Continued on Page 5)
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S-1,2 and 7 (Continued)

2. Review and cite all available previous studies and reference materials
and consult with key contributors to past studies and other
knowledgeable authorities.

After discussion, Supervisor Molina made a suggestion that Supervisor Knabe’s
motion be amended to:

1. Instruct the County’s Legislative Advocates to work with members of
the State Legislature to draft an appropriate bill relating to the possible
creation of a health authority within Los Angeles County; and

2. Instruct the Chief Administrative Officer to also report back with an
analysis on the Alameda Authority, Denver Health Board of Directors,
and other authorities operating under similar state guidelines to
understand how they are working and what might work effectively
within Los Angeles County.

Supervisor Knabe accepted Supervisor Molina amendment.

Supervisor Knabe’s motion, as amended, seconded by Supervisor Burke, was duly
carried by the following vote: Ayes: Supervisors Burke, Knabe, Yaroslavsky and
Molina; Noes: Supervisor Antonovich.

Supervisor Antonovich made the following statement:

“It is the responsibility of the Board of Supervisors to provide
leadership and oversight of all Department of Health Services’ functions,
including the operations of County hospitals.

“A separate health authority would only add a layer of fat and
bureaucracy, and there is no guarantee that it will improve the efficiency of
services delivered. In New York, for example, political interference has
hindered the Health Authority’s ability to close outdated facilities. In
Alameda County, transition to an independent Health Authority was
fraught with problems with transitioning personnel and payroll services
that proved costly and problematic. This Health Authority is currently
facing a $9 million deficit. San Francisco’s Health Commission has
duplicated efforts in the budget process wasting taxpayer monies and
confusing efforts in health planning and operations.

(Continued on Page 6)
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S-1,2 and 7 (Continued)

“Los Angeles County has budgeted nearly $652 million for King/Drew
and the Health Services Administration, including annual salaries and
employee benefits to the Director of Health Services’ Dr. Thomas L.
Garthwaite ($330,000), Chief Operating Officer Fred Leaf ($249,000), overall
King/Drew Hospital management ($923,000), Chief Administrative Officer
David Janssen ($259,000), as well as the $13.6 million Navigant is being
paid for management consulting at King/Drew.

“It is the Department of Health Services’ responsibility to operate
County hospitals to protect patients and provide quality care. We need to
hold managers accountable. If they cannot do the job, they need to step
aside. Creating a health authority is a rip-off to the taxpayers. This
County has the infrastructure in place to focus on Health Services and
County hospitals.”

Therefore, Supervisor Antonovich made a motion that the Board hold quarterly
governing body meetings for each County hospital on a rotating basis, consisting of a
formal governing body report to be provided by the Director of Health Services and the
leadership of the respective hospitals, with presentations to address, but not be limited
to, reports on the following:

Medical Staff/Professional Staff Association;
Medical Staff Credentialing and Privileging;
Nursing, Administration;

Quality Assurance/Risk Management;

Staff Recruitment and Retention; and
Financial Indicators.

Said motion failed for lack of a second.
07011105_S-1,2and 7
Attachment
Copies distributed:

Each Supervisor
County Counsel
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From: David E. Janssen®
Chief Administrati

HEALTH AUTHORITY BLUE PRINT -/ ADDITIONAL INFORMATION

ffic

On April 18, 2005, my office provided a report to the Board regarding the development
of a draft Health Authority Blue Print for the possible implementation of a health
authority to run the County’s entire hospital system. This report provides an update on
health authority legislation, information about alternative governance in other
jurisdictions, responses to questions raised in the January 11, 2005 Board instruction to
develop a Health Authority Blue Print, and information on transition costs.

Legislative Developments

Two bills were introduced in the Legislature that address the issue of Department of
Health Services (DHS) governance.

AB 166 (Ridley-Thomas), as introduced on January 19, 2005, would have authorized
the Los Angeles County Board of Supervisors to create a hospital authority patterned on
a model created for Alameda County. On April 26, 2005, the Assembly Health
Committee passed a significantly amended version of AB 166. The current version of
the bill contains legislative intent language to “enact legislation relating to the
governance, administration, and control of public hospitals and other medical facilities
within the jurisdiction of the Board of Supervisors of the County of Los Angeles.” It also
calls for a comprehensive review of various models of governance, but no longer
includes substantive provisions regarding the nature of a health authority. The bill was

referred to the Assembly Local Government Committee and no hearing date has been
set.

“To Enrich Lives Through Effective And Caring Service”
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AB 201 (Dymally), as introduced on January 31, 2005, would have authorized
Los Angeles County to establish a health authority by ordinance. On April 18, 2005, the
bill was amended and no longer relates to County health governance. AB 201 now
addresses Medi-Cal managed care enrollment and marketing, and has been referred to
the Assembly Health Committee with no hearing date set.

Review of Other Jurisdictions

Our previous report provided summary information about the characteristics of
alternative governance models in other jurisdictions namely, Alameda County,
New York City, Denver, Miami-Dade County, Dallas, Cleveland, and Minneapolis
(proposed). Staff from my office and the Department of Health Services conducted
interviews and gathered information about these jurisdictions to increase our
understanding of the operation of these models. A summary of the structure and
experience of these models is included in Attachment |.

This information has been shared with the Governance Task Force of the
LA Collaborative, and reveals several lessons that should be considered by the Board
when contemplating alternative governance.

Roles and responsibilities. The clarity of the roles and responsibilities crafted between
the health authority and the local government has a bearing on whether a health
authority is viewed as a success. In Denver, a clear division of responsibilities has
helped foster a healthy relationship between the authority and city government and has
allowed for an effective transfer of operational oversight from the city to the authority.
In jurisdictions where the lines of authority are not as clearly drawn, such as in Dallas or
Miami-Dade County, the local government is more frequently involved in operational
issues, which, at times, causes operational delays and administrative confusion.

Public _accountability and transparency. Public confidence and investment in a
safety-net health care system requires a strong working relationship between the
authority and local government. This can be assured by statute, ordinance, and bylaws
or by practice. For example, the enabling statute creating the New York City authority
requires creation of a community advisory board for each hospital and regular public
meetings across the city. In Denver, the health authority has recognized the value of
transparency and voluntarily shares information with city government and relevant city
managers, and has dedicated a staff person to handling city relations.

Link payments to specific health care services. The funding relationship between the
local government and the health authority should be linked to a specific set of services
to ensure adherence to the safety net mission over time. Jurisdictions pay their health
authorities in different ways. The reimbursement can be made through a negotiated

n:brd mem\GovernanceReportFollow-Ups 062805
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lump sum payment (Cleveland), based on a negotiated percentage of uncompensated
care costs (Denver), or tied to the number of indigent patients (Alameda County).
The proposed model for Minneapolis recommends a volume-based formula with
payments based on the lower of 90% to 99% of Medicaid or cost.

Ensuring a degree of financial flexibility. Granting the health authority greater financial
flexibility, such as bonding or taxing authority, may help improve finances. Denver has
been able to improve its financial situation through issuing revenue bonds whereas
before the change in governance, the city had been reluctant to do so. The Dallas
health authority has been able to take advantage of its taxing authority, with the
approval of the county board, to cover a significant proportion of its uncompensated
expenditures. On the other hand, in Alameda County, the authority has relatively little
financial flexibility or independence.

Ensuring governing board appointments are based on_qualifications_and_experience.
The authority governing board should be independent and capable. The authorities in
Denver and Cleveland have strong and relatively stable governing boards. In both
cases, the authority recommends candidates for approval when there are vacancies.
In contrast, some recent appointees to the Dallas health authority have had little
relevant or applicable expertise, which, according to some, has weakened the
effectiveness of the board. In 2004, a study commissioned by the Dallas County
Commissioner’'s Court recommended formation of a civic nominating committee to help
de-politicize the process.

Financial challenges will persist. Public health care systems across the country are
struggling financially due to increases in the number of uninsured, cost pressures
attributable to medical inflation, and decreases in Federal and State funding. All of the
models examined from other jurisdictions continue to cope with these issues in the
same way that county-operated systems do — by identifying new revenues or reducing
services.

January 11, 2005 Board Motion Questions

The Board’s January 11, 2005 Board motion posed a series of detailed questions about
practical and operational aspects of a health authority. We have attempted to answer
these questions for each of the four possible governance options — health commission
(as defined by the 1995 Health Crisis Manager Report and the recently-established
King/Drew Hospital Advisory Board), private non-profit public benefit corporation, health
care district, and health authority (as defined by earlier versions of AB 166 and AB 201).
The questions and answers can be found in Attachment |Il.

n:brd mem\GovernanceReponFollow-Ups 062805
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Transition Costs

We have updated our 2001 estimate of transition costs related to a change in
governance for DHS. With the exception of a commission model, which has minimal

costs, a change to an alternative governance model has potentially significant financial
implications.

At present, the current DHS budget (FY 2004-05) reflects $163.9 million in appropriation
in the hospital enterprise funds for services received from other County departments
including Internal Services ($63.2 million), Office of Public Safety ($37.9 million), and
Risk Management ($12.6 million). If a health authority model is established for the
County health system, and it decides to purchase support services from entities other
than County departments, the County will need to address the financial impact on these
departments from revenue loss.

If you have any questions or need additional information, please let me know.

DEJ:GK
MAL:JF:ib

Attachments
C: Executive Officer, Board of Supervisors

County Counsel
Director of Health Services

n:brd mem\GovernanceReportFollow-Ups 062805
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